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2. DeterminationRate 

a. Calculation of Base Rate 

Separate daily rates are calculated for recipient Levelsof Care: IC-I, IC-II, and SN. 

Rates are calculated from cost report data. Allowable costs include those costs incurred by
facilities to conform withstate licensure and Federal certification standards. Inaddition, general 
cost principles including HIM 15 principles are appliedthe audit and desk review process 
to determine allowable costs. These general cost principles include determining whether the cost 
is ordinary, necessary, and related to residentthe cost is what a prudent cost conscious 
business person would for the s ecific goodor service inthe open market inanarm’s length
transaction; and the cost for gooas or services actually provided to the facility. Through the 
audit anddesk review process, adjustments and/or disallowances maybe made to a provider’s
reported costs. The most recently auditedcost reports are usedin determining the rebased rates. 

of Care by facility are rankedAudited costs for each component at each Level to determine the 
value of each componentat the 62nd percentile.The rate for each componentat each Level of 
Care is calculated by multi lying each specific rate component at the 62nd percentile by the 
corresponding economicdpa 1. Values foreach componentJustmentfactor as specified in Table 
for each Level of Care are added together to determine rates for eachof Care. 

Themostrecentlyauditedcostreportitemsaremultipliedby the appropriateeconomic 
adjustment factors for each successive year to determine baserate components. For subsequent 
years, the components thus computed become the base rate components tobe multiplied by the 
appropriate economic adjustment factors, unless they are adjusted as provided in Section 
C.2.b.2.). Application ofan inflationary adjustment to reimbursement rates for non-fixed costs 
in non-rebasingyears shall only in yearswhen the state legislature allocates funds for this 

ose. The shall bemade by a plying the inflation factor applicable 
e tp”R current fiscalpaidto yearnon- Pixed costs. 

At least every three years, audited cost reportitems will be compared to therate components
calculated forthe cost report year to insure the rates remain reasonably relatedto costs. The 
overall rate may be recalculated using the most recent audited by thecost report items multiplied
appropriate economic adjustment factors for each successive year,as described above. 

1) Formulae 

The rate for each Level of Care shallbe calculated by using the following formulae: 

NFCC=FCC X CPIF 

where: 

NFCC is the new food cost component

FCC is the current (base) food cost component

CPIF is the CPI- Food Economic Adjustment factor 



